The analysis seeks to explain movements in labor market aggregates as the outcome of the interaction of aggregate and sectoral shocks. The model developed to do this is a multi-sector dynamic competitive general equilibrium framework. The model has three key features. First, each market sector gets hit by both aggregate
Model
The multisector dynamic general equilibrium model to be simulated will now be developed.
Economic environment
A continuum of ex ante identical agents is distributed uniformly over the unit interval. In period t an agent can work in one of two productive sectors, search for a job, or stay at home. To describe this, let nit represent the fraction of agents who are working in sector i at i, and n3a denote the fraction of agents who are searching.
Thus, the fraction of the population currently at home is 1 ? ?f= x nit while 1 ? X!2= 17r?,f is the proportion not working. A description of tastes, technology and the stochastic structure of the model follows.
Tastes Let cit represent an agent's period-i consumption
of the commodity produced in sector i. An agent has one unit of non-sleeping time. Labor effort is indivisible with it being assumed that work and search require w and s hours of effort, respectively. Leisure is then given by 1 ? lt9 where lte{0,s,w}. An agent's 
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7t;>0, for i =1,2,3.
The resource constraint for each sector is given by (6). The next constraint limits the aggregate amount of labor that can be used in non-leisure activities. Equation (8) states that the amount of new labor that can be hired by sectors 1 and 2 is restricted by the size of the search pool.
Given the separability of preferences, the planner will select consumption paths that are independent of agents' labor market status. subject to (7), (8), and (9). 
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Calibration
The model is restricted to two sectors, assumed to correspond to the goods and service sectors of the U.S. economy. The industries that make up these sectors are shown in Figure 1 ; one period is assumed to be one quarter.
Preference parameters
The quarterly interest rate is taken to be one percent; thus the discount factor, ?9 is 
Consequently, employment in goods (services) production rises (falls). Again, it takes
the economy about five to six periods to go through the adjustment process. Observe that nonemployment rises following the sectoral shock. This transpires since sector two is larger than sector one; more workers are withdrawn from sector two in response to the technology shock than are added to sector one with the difference leaving the labor force. Next, some stylized facts describing the behavior of U.S. labor market variables at the sector level are given in Table 3 . Table 4 presents the same set of facts for the model. The key findings here are:
Aggregate and sectoral fluctuations
In the data, the job creation, destruction and reallocation rates display the same pattern of cyclical behavior at the sectoral level as they do for the economy as a whole. There is, however, one exception: while the job realloca tion moves countercyclical^ in the goods producing sector it moves procycli cally in services.13 The model replicates fairly closely the correlation structure between these variables and output, except for the procyclical movement of the job reallocation rate in the service sector.
The model and data share the feature that output and employment are more volatile in goods production than in services.
The model does a much better job matching the hours/productivity correla tions observed at the sectoral level.
Finally, 
